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8 SEP 1970

MEMORANDUM FOR: General Counsel

Larry:

The Executive Director reviewed the
Afr America paper and felt that it was not sufficiently dramatic
to carry the message. He suggested that there axe a number of
incidents in Air America's history which could be mentioned to
serve this purpose. He also thought the paper did not spell out
how important the operation is to the national security mission.

Additionally, we do not give a reason
why we are presenting the paper to the 40 Committee at this
time. We could stress its importance as a nationsal asset in
the conduct of the war in Laos and Vietnam but note that the
level of activity may change with the withdrawal from Vietnam
and if some form of peace is arrived at for Laos in which event
we could come back to the 40 Committee for guidance as to the
continuance of this as a national asset.

SighzD R, L Canmermen

R. L. Bannerman

Att: Memo dtd 20 Aug 70 for DCI fr
DD/S, subj: Air America
(DD/S 70
DD/S:RLB |3 Sep 70)
Distribution:
Orig - GC w/O & 1 ccy DD/S 70
Y.~ DD/S Subject w/ccy DD/S 70
! -DD/S Chrono
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Headquarters

Please hold this for Col. White's
personal review.

uiad f LoSamom

R. L. Bannerman

Deputy Director for Support

I:j Headquarters E

DD/S:RLB__ (20 August 1970)
Distribution:

O - Addressee w/O DD/S 70

1 - DD/S Chrono w/ccy DD/S 70
.1 - DD/S Subject w/ccy DD/S 70, |

DD/S 70-3497: Memo for DCI frm DD/S dtd 20 Aug 70 subj: Air America




TO: Mr. Bannerman via Mr. via
- "Mr. Brooks & . A~

ROOM NO. BL}:‘.}SVié&

TRANSMITTAL sLip |19 @F 1970 '

REMARKS:
Recommend your signature.
AMW
FROM:
ROOM NO. BUILDING EXTENSION
FORM KO . REPLACES FORM 36-8 Az,
{FEB 55 24] WHICH MAY BE USED. @
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DD/S 70+

20 AUG 1970

MEMORANDUM FOR: Director of Central Intelligence

SUBJECT ¢ Alr Americs

i. This memorandum recommends a course of action for your
consideration.

2, Atthe. = [Conference in Murch i970, it was concluded
that it would probably be advisable to seek a judgement on Alr America as
a national asset as was done in 1955 with the Operations Coordinating Board
of the National Security Council. Accordingly, the attached briefing psper
is submitted.

3. It is recommended that at some appropri:te time the attached
briefing paper be presented to the members of the "'40 Committee™” with
a view ro seeking their endorsement of the continuation of Air America
and associuted companies in the national interest.

dicnid B L Toomo

R. L. Bannerman
Deputy Director
for Support

Att,

cc: DIDCI

SA-DD/S/AMW (19 Aug. 70)
Distribution:
Orig. - Addressee

1-ER

- DD/S Subject

1 - DD/S Chrono

1 -0GC




Reappraisal of Air Americe and Associsted Companies As
A National Asset

i, Acquisition
Civil Air Transpoxt (CAT) was organized shortly after World

War U as a domestic air carrier on the mainland of China. ks equipment
consigted of surplus U.S. Government aircraft end machine tools used in the
area during the War. ks flying personnel were nearly all former U.S. pilots

and many of them had served with General Claire Chemnault's Flying Tigers.

- The Kuomingtang Chinese Government provided the "rights to fly.” CAT

was heavily engaged in support of the Chinese National Relief and Rehabili-
mation Administration (CNRRA) activities and later in the evacuation of Chinese
loyalists before the oncoming Communist forces.

CAT was acquired by CIA in 1950, largely to deay to the Chinese
Communists the aircraft and inventory of paxts which had been evacuated
from the mainland to Taiwan, The Department of State concurred in the
acquisition, but in light of its policy against government competition with
private U.S. business imerests, expressed the view that CIA should divest

itself of CAT a8 soon as possible.
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2. Recognition as an Agzency Air Suppoxt Asset
The Korean War, events in French Indochina, and the continuling

threat to the off-ghort islands prevented any serious consideration of
divestiture for the next five years. CAT had bases, aircraft, cleared
American pilots, skilled maintenance personnel, and a Chinese Nationalist
Covernment well disposed to CAT bejng used as a special pusrpose airline
in support of U.S. interests in the Far East, With such an asset available
and owned and controlled by the Agency, it was used extensively for those
operations where official U.S. Guvernment involvement could not be openly
acknowledged. Recognition of CAT as a necessary air support adjunct to
our intelligence operations in the Far East came closely on the heels of

its scqusition for denial purposes.

3. Operations Coordinating Board Action in 1955

In the fall of 1955, the Agency examined its need for CAT in the
Fax East. Revenue producing activities were thin, Agency requirements
were sketchy, and an annual subsidy of about|  |seemed indicated
for some years to come. The Director brought this to the attention of the
Operations Ceoxdinating Board seeking its judgement on whether the assets
involved were of sutficient value to the national defense and security as to

justify the continued expenditure of such an amount. On 4 November 1953,
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Eimer B. Stasts, Bxscative Officer, OCB, distritnted & Supplomsest to the
Minutes of the OCH Msetiag of 2 Novessber 1965 which said ia purt: “The
Members of the Board agreed that CAT was weetul to the natioms! defense
and security, Mynmammmmuyu
that it should he maintaied.” (Ses Tab A)
Amuomma—pmmmumﬁu“
betwesn 1930 and 1960 leading to the present strecture of:
The American eparating company - Aixr Amerios, Int.
The Chinees servies sompeny - Atr Avia Co., Lud.
The Chiness certiiested air carrier - CATCL
Bach of thess campanies was structured to provide a capabllity for flaxible
oparatioas tn support of clandestine cperations should the seed arise. As &
taraed ont, hmudnmhwmucm_qm‘
by Alr Americs. | -
In PY-38, Wmﬂawmh“mﬂuw
sxtent thet 5o swheidy was Tequired and no subsidy has been puid sinse thea.
As of 31 Desember 1969, the Agnsy’s equky in the projest amosmted to

| letwhich| s paid-in capital and the halance of

SECRET
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ie retained earnings. These earnings have accumulated over
the years and derive from a variety of commercial opexrations . -

|

Jhthe

company fiscal year ending 31 Maxch 1969, Flying Sexvices for CIA accounted
forr  |of revemse, Flying and Other Services for Other U.S.
Government Agenucies totaled $26.7 million, and maintenance for the USAF
amounted to $7.8 million. Over the pest ten years, CIA ranks third in
volume as & U.S. Goverament customer. The compaay's pricing on these
Government contracts has been competitive with other commercial companies
so there has bsen no element of subsidy in the contracts with CIA or other
agencies, although the company has mads a normal or somewhat legs than
normal profit in accordance with normal commercial practice required to
maintain the corporate cover. All U.S. Government contracting with Air
America and Aixr Asia is audited by the Defanse Contract Audit Agency amd
contracts are negotizted on the bagie of allowmable audited costs.

Retained ssrnings have been used to add to and modernize the flest.

Tab B shows the sircraft opexrated by the project in 1960 and the aircraft
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available todsy. The maintenance facilities at Tainan have been improved
and modernized throughout the years. It is recognized as oms of the best
equipped and most competent aircraft maintenance facilities in the Far
Esst. The USAF bas been and is a major customer and utilizes Air Asia
for repair and maintenance of several types of jet fighters. Persomnnel
reached a peak of 1i, 104 in 1967. Since then, personnel have been reduced

to just over 9,000. Tab C shows the personnel sirength ysar by year since

1960 which, in turn, shows the growth of the project in response to require-

ments of the U,S. Government.

5. QOperations]l Use and Requirements

The project has been used by the U.8. Government in many situations
since its beginning. k played a role in the Koresn War in suppoxt of CIA

operutions; in the French Indochins War in support of the French, especislly

at Dien Bien Phu; in the evacustion of refugees from Hanof; |

and in the present engagement throughout Southeast Asia. The magnitude

of these latter operstions is reflected in the statistics for Laos in 1969.
zwmmsmvmwmwomnummmmw:mmm-

craft, making 109, 000 fized wing landings and 157, 000 helicopter landings .
739, 000 passengers and 130, 000 tons of cargo were transported .
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Lhe immediate avalability of Air America as a conunercial air
carrier is of assistance to the U.S. Suvernment in situations where the
rivss involved ave too furmidable tu attract other commercial aix carriers.,
Srom i janwry 1570 to 30 June W7, tor example, Aix America ist nine
crew members and nine passengers. Ic sustained 67 incidents of aircradt
being hit by hustile fice, and four of these resulted in loss of life or sercivus
persimal injury. .lve aircraft were totally destroyed. {ther accidents
scur which are attributable to the working environment. {fields [oto
which Air America tlies are generaily short unpaved clearings in the
forest ur tn mountain tops. Such rudimentary sids as windsocks are
often not available. wlectronic navigational aids are only found ac the
larger base sites. Weather Is a major problem fur muce than hall of the
year. These characteristics, added 1o the presence of hostile iorces,
mase the business of contyact flying in Southeast A-ig unattractive fxom
a purely commercial standpuoint.

isther impoxtant contriutions by A:r america te L.S. Lovernment
bjectives include:

a. The txauming of Chinese, Ukingwang, tllipinos,

Vietnamese, Thais, L uotians, and others in the shop sxilis

cequired for sutomotive and aircraft maintenance .



¢. Undertaking many housekeeping tasks for the U.S.
missions in Svutheast Asian countries, e.g., Tactical A ¢
Savigation (TACAN) maintengnce and cperation; staffing and
aperaticn of fice fighting brigades; petroleum, oil, and lubricants
{Pu1 ) servicing; weather watch service; automotive maintenancc
and repeir; engineering sexvices; and a community school at

{dorn.,

d. |

‘Vhe priyect bas been used in many small but sensitive operationg
such as tiie testing of defullation agents, high altitude VHT radic relay
from 1 aotian roadwatch teanis, and the secret movement of defecturs and
uther persons of intelligence interest,

In summary, the pruject pruvides the technical competence, cleared
personnel, and the equipment and facilities t implement thuse programs
and pluns involviag aix support that the U.S. Lovernment wishes € undertaxe
on a4 commercial contract basis, which is, however, completely subject to

Huvermnent cuntrol
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6. Air America's Public Image

As a result of the extensive Air America operstions in Southeast
Asia, there is a great deal of speculation in the press om the relationship
of the company to CIA. That the corpoxste cover has beea maistained is
probably best attested by the following eacerpt from NEWSWREK of
6 April 1970:

"Although in practicsl terms it is an opersting arm

of the CIA, Air America is owned by a private aviation invest-

ment concern called Pacific Corporation."
7. Conclusions

Alr America’s operations in Southesast Asia as an air support
contractor to various U.S. Govermment agsacies are exteasive. The
company continuves to grow in sophistication as new and better equipment
bacomes available and operating doctrine evolves from ares experience.
These factors, together with the dramatic nature of Alr America’s work,
inevitably attract the attention of public information media. While the
company's value as aa air support ssset is clesr, its lessening utility
for txuly covert work due to publicity, and the possibility of a need for
subsidization in the event of a stand down in Southesst Asia, indicate

that & judgement should be sought outside the Agency as to its future

AT Aral ki A
LR
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usefilness to the national defsnse and segurity for emergency and other

airlify .







MEMORANDUM FOR THE RECORD

SURJECT: Supplement to the Minutes of the OCB Mesting of November 2, 1935

At the luncheon meeting of the OCB on November 2, there was
discussion of the scope and nature and the cost of the operaticns of CAT
in the Far East and of its potentialities . The members of the Board
sgreed that CAT was useful to the national defense and sscurity, particularly
in view of its emergency aix lift capscity, and that it should be maintsined .
With refexence to the recommendetion made by the Boaxd on May 5, 1954,

that arrangements should be made to psrmit the segregated intensive use
of 12 CAT C-46 planes in Southeast Asia, the Board agreed that this specific
recammendation bad lapeed and was no longer in effect. This agresment
was bssed upon the understanding that CAT was aow and would remain able,
on shost notice, to maks available substantial air 1ift capacity in Southenst
Asgia.







o TABD
AIR AMBRICA ARGRAFT

I )
BC-6 1 s
C-46 18 15
DC-4 3 7
c-¢7 | 4 ’
PBY 2
Piper Apache i 2
Hello Courlex o 16
Ml Hellgoptex - 1
L-100 (Commercial version of C-130) | 3
B-727 (Boeing) | N
c-12% 20
DHC-4 (C-7A) Corxihon) s
DO-28 (Doruier) 3
VTB (Volpar ecuversion of C-45) R
10-2 (Bessh) e
c-43 7
XC-6 (Porter) 26
3045 (Ball halicogpter) Y]
208 (Bell helicopter) 3
UH-34 (ailed militagy helisopter) 22







1964
1968

19647 . -
1968

11, 104

1047

9,481

TABC




